











Hon. Xavier Becerra 5 December 12, 2017

and capital gains are very likely and potentially significant. These are balanced by potentially
significant gains in sales tax revenues. In addition, several other factors could lead to somewhat
less significant increases and decreases in various tax revenues. While the net effect of all of
these factors on state and local tax revenues is unclear, a net decrease appears more likely than a
net increase.

Changes in Constitutional State Budget Requirements. Changes in property tax, personal
income tax, and sales tax revenues could increase or decrease Constitutional requirements for
school funding, reserve deposits, and debt payments. The magnitude of these potential effects is
unclear.

Increased Local Government Costs. If cities with existing rent control policies elect to
significantly expand the number of regulated units, they likely would face increased administrative
and regulatory costs. Similarly, if other communities respond to the measure by adopting new rent
control regimes, they would face new administrative and regulatory costs. Depending on actions
taken by local governments, these costs could range from minimal to tens of millions of dollars per
year. These costs likely would be paid by fees on owners of rental housing.

Summary of Fiscal Effects
This measure would have the following major effects:

e Unknown, but potentially significant, changes in state and local government tax
revenues. Net decrease more likely than net increase.

e Potential increase in local government costs of up to tens of millions of dollars per
year in the long term, likely paid by fees on owners of rental housing.
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